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OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  12  day  of  January,  2009,  between  Neil  C.  Kretzer  and  Gwendolyn  B.  Kretzer,  husband  and  wife,  Lessor 
{whether  one  or  more),  whose  address  is:  8509  Woodslane  Drive,  Fort  Worth,  Texas  76179  and  XTO  Energy  Inc.,  whose  address  is:  810 
Houston  St.,  Fort  Worth,  Texas  76102,  Lessee,  WITNESSETH 

1 .  Lessor,  in  consideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  whfch  is  hereby  ^nowtedged va.nJ1^*^^n^?!j 
agreements  of  Lessee  hereinafter  contained,  does  hereby  grant  lease  and  let  unto  Lessee  the  tend  cove fd  hereby wfepurpc^  »dXM* 
exclusive  right  of  exploring,  drilling,  mining  and  operating  for,  producing  and  owning  oil,  gas,  sulphur  and  alo^ 

those  menfioned),1ogether  with  the  right  to  make  surveys  on  said  fend,  toy  pipe  lines,  establish i  and ,  utilce 

disposal  of  salt  water,  construct  roads  and  bridges,  dig  canals,  build  tanks,  power  statwns  e^hwe  hnes  ^ 

structures  on  said  land,  necessary  or  useful  in  Lessees  operations  in  exploring  drjlmg  forjproducmg ^  treabng l  storns [a™^^P™^in®rf| 

produced  from  the  land  covered  hereby  or  any  other  land  adjacent  thereto.  The  land  covered  hereby,  herein  called  said  land,  is  located  in  trie 

County  of  Tarrant,  State  of  Texas,  and  is  described  as  follows: 

0.325  acres,  more  or  less,  out  of  the  BBB  &  C.  RR.  Co.  Survey,  Abstract! Number  A-221, .being  Lot ™.  Block  |i,  Lake  Country 
Estates,  Phase  Xlll-C,  an  Addition  to  Tarrant  County,  Texas,  according  to  the  Plat  recorded  in ^Volume  Pag«  J3,  Plat 
Records,  Tarrant  County,  Texas  and  being  those  same  lands  more  particularly  described  In  a  Warrant  Deed ^wrth  Vendor %  Lien 
dated  August  30, 1984  from  Thistle  Homes,  Inc.  a  Corporation  to  Neil  C.  Kretzer  and  wife,  Gwendolyn  B.  Kretzer,  record  thereof 
in  Volume  7939,  Page  1316,  Deed  Records,  Tarrant  County,  Texas,  and  amendments  thereof  Including  streets,  easements,  ana 
alleyways  adjacent  thereto,  and  any  riparian  rights. 

SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISION 

This  is  a  non-developmental  Oil  &  Gas  Lease,  whereby  Lessee,  its  successors  or  assigns,  shall  not .conduct  any 
operations,  as  defined  herein,  on  the  surface  of  said  lands.  However,  Lessee  shall  have  the  rightlo  pool  or  unitize  said  lands, 
or  part  thereof,  with  other  lands  to  comprise  an  oil  and/or  gas  development  unit. 

This  tease  also  covers  and  includes,  in  addition  to  that  above  described,  all  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land 
above  described  and  (a)  owned  or  claimed  by  Lessor  by  limitation,  prescription,  possession,  reversion,  after-acquired  title  or  unrecorded 
instrument  or  (b)  as  to  which  Lessor  has  a  preference  right  of  acquisition.  Lessor  agrees  to  execute  any  submental  instmment  requested  by 
Lessee  for  a  more  complete  or  accurate  description  of  said  land.  For  the  purpose  of  determining  the  amount  of  any  bonus  or  other  payment 
hereunder,  said  land  shall  be  deemed  to  contain  0.325  acres,  whether  actually  containing  more  or  less,  and  the  above  recital  of  acreage  in  any 
tract  shall  be  deemed  to  be  the  true  acreage  thereof  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and 
options  hereunder. 

2.  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of 
3     years  from  the  date  hereof,  hereinafter  called  "primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are 

conducted  upon  said  land  with  no  cessation  for  more  than  ninety  (50)  consecutive  days. 

3.  As  royalty,  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee,  may  connect  its  wells,  the 
equal  1/4  part  of  all  oil  produced  ana  saved  by  Lessee  from  said  land,  or  from  time  to  time,  at  the  option  of  Lessee,  to  pay  Lessor  the 
average  posted  market  price  of  such  1/4  part  of  such  oil  at  the  weBs  as  of  the  day  it  is  run  to  the  pipe  line  or  storage  tanks,  Lessor's  interest,  in 
either  case,  to  bear  1/4  of  the  cost  oTTreating  oil  to  render  it  marketable  pipe  line  oil;  (b)  To  pay  Lessor  on  gas  and  casinghead  gas  produced 
from  said  land  (1 )  wnensbld  by  Lessee.  1/4  of  the  amount  realized  by  Lessee,  computed  at  the  mouth  of  the  well,  or  (2)  when  used  by  Lessee 
off  said  land  or  in  the  manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  the  well,  of  1/4  of  such  gas  and  casinghead 
gas;  (c)  To  pay  Lessor  on  all  other  minerals  mined  and  marketed  or  utilized  by  Lessee  from  said  land,  one-tenth  eflfier  n  kind  or  value  at  the  well  or 
mine  at  Lessee's  election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1 .00)  per  long  ton.  If,  at  the  expiration  of 
the  primary  term  or  at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or  any  portion  thereof  has 
been  pooled,  capable  of  producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless,  continue  in  force  as  though 
operations  were  being  conducted  on  said  land  for  so  long  as  said  wells  are  shut-in,  and  thereafter  this  lease  may  be  continued  in  force  as  if  no 
shut-in  had  occurred.  Lessee  covenants  and  agrees  to  use  reasonable  diligence  to  produce,  utilize,  or  market  the  minerals  capable  of  being 
produced  from  said  wells,  but  in  the  exercise  of  such  diligence.  Lessee  shall  not  be  obligated  to  install  or  furnish  facilities  other  than  well  facilities 
and  ordinary  lease  facilities  of  flow  lines,  separator,  and  lease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to  market  gas  upon  terms 
unacceptable  to  Lessee.  If,  at  any  time  or  times  after  the  expiration  of  the  primary  term,  al  such  wells  are  shut-in  for  a  period  of  ninety 
consecutive  days,  and  during  such  time  there  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period,  Lessee 
shall  pay  or  tender,  by  check  or  draft  of  Lessee,  as  royalty,  a  sum  equal  to  one  dollar  ($1 .00)  for  each  acre  of  land  then  covered  hereby.  Lessee 
shall  make  like  payments  or  tenders  at  or  before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such  anniversary 
this  lease  is  being  continued  in  force  solely  by  reason  of  the  provisions  of  this  paragraph.  Each  such  payment  or  tender  shall  be  made  to  the 
parties  who  at  the  time  of  payment  would  be  entitled  to  receive  the  royalties  which  would  be  paid  under  this  tease  if  the  weHs  were  producing, 
and  may  be  deposited  in  such  bank  as  directed  by  Lessor,  or  its  successors,  which  shall  continue  as  the  depositories,  regardless  of  changes  n 
the  ownership  of  shut-in  royalty.  If  at  any  time  that  Lessee  pays  or  tenders  shut-in  royalty,  two  or  more  parties  are,  or  claim  to  be,  entitled  to 
receive  same.  Lessee  may,  in  lieu  of  any  other  method  of  payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above 
specified,  either  jointly  to  such  parties  or  separately  to  each  in  accordance  with  their  respective  ownerships  thereof,  as  Lessee  may  elect.  Any 
payment  hereunder  may  be  made  by  check  or  draft  of  Lessee  deposited  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  to  a 
depository  bank  provided  for  above  on  or  before  the  last  date  for  payment.  Nothing  herein  shall  impair  Lessee's  right  to  release  as  provided  in 
paragraph  5  hereof.  In  the  event  of  assignment  of  this  tease  in  whole  or  in  part,  liability  for  payment  hereunder  shalirest  exclusively  on  the  then 
owner  or  owners  of  this  lease,  severally  as  to  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this  lease,  and/or 
with  any  other  land,  lease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80  surface  acres,  plus  10% 
acreage  tolerance;  provided,  however,  units  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to  any  one  or  more 
horizons,  so  as  to  contain  not  more  than  640  surface  acres  plus  10%  acreage  tolerance,  if  limited  to  one  or  more  of  the  following:  (1)  gas,  other  than 
casinghead  gas,  (2)  liquid  hydrocarbons  (condensate)  which  are  not  liquids  in  the  subsurface  reservoir,  (3)  minerals  produced  from  wells  classified  as 
gas  wells  by  the  conservation  agency  having  jurisdiction.  If  larger  units  than  any  of  those  herein  permitted,  either  at  the  time  established,  or  after 
enlargement,  are  permitted  or  required  under  any  governmental  rule  or  order,  for  the  drilling  or  operation  of  a  well  at  a  regular  location,  or  for  obtaining 
maximum  allowable  from  any  well  to  be  drilled,  drilling,  or  already  drilled,  any  such  unit  may  be  established  or  enlarged  to  conform  to  the  size  permitted  or 
required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said  option  as  to  each  desired  unit  by  executing  an  instrument  identifying  such  unit 
and  filing  it  for  record  in  the  public  office  in  which  this  tease  is  recorded.  Such  unit  shall  become  effective  as  of  the  date  provided  for  in  said  instrument  or 
instruments  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit  shall  become  effective  on  the  date  such  instrument  or 
instruments  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any  time  and  from  time  to  time  white  this  lease  is  in  force,  and 
whether  before  or  after  operations  or  production  has  been  established  either  on  said  land,  or  on  the  portion  of  said  land  included  in  the  unit,  or  on  other 
land  unitized  therewith.  A  unit  established  hereunder  shall  be  valid  and  effective  for  all  purposes  of  this  lease  even  though  there  may  be  mineral^  royalty 
or  leasehold  interests  in  lands  within  the  unit  which  are  not  effectively  pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land 
shall  be  considered,  for  all  purposes,  except  the  payment  of  royalty,  operations  conducted  upon  said  land  under  this  tease.  There  shall  be  allocated  to  the 
land  covered  by  this  lease  within  each  such  unit  {or  to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  within  the  unit)  that 
proportion  of  the  total  production  of  unitized  minerals  from  the  unit,  after  deducting  any  used  in  lease  or  unit  operations,  which  the  number  of  surface 
acres  in  such  land  (or  in  each  such  separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unitand  the 
production  so  allocated  shall  be  considered  for  all  purposes,  including  payment  or  delivery  of  royalty,  overriding  royalty  and  any  other  payments  out  ot 


heieunder  which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  any  interest  under  this  tease  (including 
without  limitation,  any  shut-in  royalty  which  may  become  payable  under  this  tease)  between  parties  owning  interests  in  land  covered  by  this  tease  and 
parties  owning  interests  in  land  not  covered  by  this  tease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof,  except 
that  Lessee  may  not  so  release  as  to  lands  wrthin  a  unit  while  there  are  operations  thereon  for  unitized  minerals  unless  all  pooled  leases  are  reteased  as 
to  lands  within  the  unit,  At  any  time  while  this  tease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for  record  in  the  public  office 
where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from 


sw»  unft.  Any  ur*fonr,ed  may  be  -n-nJWj^^  ^^E^^W  ^ 

original  forming  thereof  by  fijng  an  aPP??^  r^a,n,nJ^Af 
provisions  of  thTs  paragraph  4,  a  unit  on««tebb*ed  hereujwer ^g^^'^g^te^|s  between  any  such  serarate  tracts  is  intended 
Sis  lease  now  orWftef  ooverss^  'SfeSe  but  Lessee  shall  neveTthdess  have  thenght  to 

or  shall  be  implied  or  result  merely  from  the '^.^^l^^l^ESinn  of  deduction  as  herein  provided.  As  used  in  this  paragraph  4,  the 

part  of  the  leased  premises, 

6.  Whenever  used  in  this  lease  the™*  "op«" 

^S^VS&SS^  «  *  «*1*R' °ro,her  mineral' 

whether  or  not  in  paying  quantities. 

shall     'for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 


anu &uuj<^vc aoaiMi "» .i~m™«vv-  - i™ r«™a  i™MiiHinn  hi*  nntlimitedto  the  ocationandan  inqcr weusanainemea&uiaiiciit 
Ulch  SJHe^^  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

^S^tSS^S^aSSS^  w^creTge  tctvSained  and  shall  not  be  required  to  move  or  remove  any  existing  surface  fac.lrt.es  necessary 
or  convenient  for  current  operations. 

10  Lessor  herebv  warrants  and  aqrees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights; and 
intend  h^ndS^all  charoed  onmarilY  with  any  mortgages,  taxes  or  other  liens,  or  interest  and  other  diarges  on  said  land,  but  Lessor 
m^S  ttSf sta  I  r^vetKht  at  any  time  to  pay  a  re$5e  same  for  Lessor,  either  before  or  after .maturity and  be  subrogated ,  to the 
^^J&^^SSe^u^od^  amours  so  paid  from  royalties  or  other  paymentspayab  e  or  which  may  become  payagetobsaor 

KSSKSK         a  less  interest  in  the  oil,  gas,  sulphur,  or  after  mS^'n^*!*^^ 
SeandDndiv^Sfee  simple  estate  (whether  Lessor's  interest  is  herein  spg^***'^ 

S3  bTSS^  shall  b5| Jdi Sof  the  royalty  herein  provided.  This  lease  shall  be  binding  upon  each  party  who  executes  A  without 
regard  to  whether  it  is  executed  by  all  those  named  herein  as  Lessor. 

11  if  whilPthk  lease  is  in  force  at  c<  after  the  expiration  of  the  raimajyt^ 

well  pro^c^s  of  pa^ph  3  on  by  wfo  ^ 

fwtefher or  nd [  subsequently  determined  to  be  invalid)  or  (2  any  other  cause,  whether  similar  or  dissimilar  {except  beyond  the 

wSS^SMdfSaSS.  SnTprimaVy  term  hereof  shalf  be  extended  until  tae  first  anniversary  date  l^ereof  occumrw  ninety  (90 ioi -more 
^^&^^T^o^f  sudh  6diaym9  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred. 

12  Lessor  aqrees  that  this  lease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  we!l(s)  and/or  wellbor^)  on  said 
land  oLrtoX»d6r  wells,  and  for  all  purposes  of  this  lease  the  reentry  ana"  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

13  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice tol Lessor,  a  well  which  has  been  drilled  and  Lessee  intends  to  frac  snail  be  deemed  a  well  capable  of  producing  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

1 4  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites  and/or -surface 
restridionsa^ 
and  Lessee  may  encounter  di 

oXt^ 

pr5^^atsuchop^tions  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  re^rkina^rodi^ing  or  crthe^operatwns 


and  Lessee  may  encounter  difficulty  securing  surface  location  s  for  dnlling,  reworking  or  other  operations.  Therefore,  since  dnH ng, 
*y  -  is  are  either  restricted  or  not  allowed  on  said  land  or  otherleases  in  the  vicinity,  it  is  agreed  that  any  such 

urface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance; with  this  tease, 
provioea  mai  suui  opwanu.*  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking, ^"S^JJ  ^Sfeoi^KK? 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  °^^a^h,N£^ 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restnctions  contained  in  this  lease, 
except  as  expressly  stated. 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR  Gwendolyn  B.  Kretzer 


STATE  OF _l&Kf£__  } 

_         y  >ss- 
COUNTY  OF  H^rpo/'T  } 


(ACKNOWLEDGMENT  FOR  INDIVIDUAL) 


This  instrument  was 


acknowledged  before  me  on  the    je^day  of  ^3^^^  ,  20^3 

Neil  C.  Kretzer  and  Gwendolyn  B.  Kretzer.  husband  and  wife 


by 


Seal: 


J0Vtf&  LANCE  KAY  BRUUN  JR. 

f  r*&r\  s  Notary  Public,  State  of  Texas 

i*./^.-^/  My  Commission  Expires 

^%t%W  January  19,  2011 


Signature  f-/gv>«^  jfcts 

cTTfetary  ^Gblic 


Printed 


ADDENDUM 

TARRANT  COUNTY,  TEXAS. 

THE  PROVISIONS  OF  ADDENDUM  SUPERSEDE  COMPLETELY  ANY  PROVISIONS  TO  THE  CONTRARY  CONTAINED  IN  THE 
LEASE  TO  WHICH  THIS  ADDENDUM  IS  ATTACHED. 

15  Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oiland  gas  ™^  ™  an<| 
ga^minVoil,  gas,  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a 
well  bore. 

16  Gas  Royalty,  (a)  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  h*^"der/h^ 

to  Lesso^  as  follow*:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at Les,^.^^  J£ 
be  twenty  five  percent  25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead ,  ct  o 
Lessors ^  creSt  at  me  o«  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing nght  to 
plfncha^^^ 

prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevatl.ng  pr.ce)  for  Paction  <*  amilar 

g  aTe and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby  ^ 

be  twenty  five  percent  25%)  of  the  proceeds  realized  by  Lessee  from  the  sae  thereof,  computed  ^ 

less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance  or  other  exc.se  taxes,  and  less  the  permitted 

unaffiliated  third  party  deductions  described  below;  provided  that  Lessee  sha  I  have  the  contnu.ng  nght  to  pu  diase 

such  production  a  the  prevailing  wellhead  market  price  paid  for  production  of  s.mHar  qualrty  .n  the 

is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  wh.ch  there  is  such  a  prwailing  pnce) 

pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preced.ng  date  as  the  date  on  wh.ch 

Lessee  commences  its  purchases  hereunder. 

(b)  Royalties  on  oil.  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing 
plant  in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the 
higher  of  the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other 
substances  produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid 
based  upon  the  higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said 
products  Notwithstanding  anything  to  the  contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid 
by  Lessee  in  no  event  shall  any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs, 
including  costs  of  lifting,  gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture, 
processing,  treating  or  marketing,  or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or 
equipment  for  processing  or  treating  oil  or  gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no 
event  shall  Lessor  receive  a  price  greater  than  or  less  than  Lessee  in  sales  to  nonaffiliates. 

(c)  As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more ithar i  ten 
percent  (10%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10  /b)  of  the 
outstanding  voting  interest;  or  (ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which,  together  with  Lessee, 
more  than  ten  percent  (10%)  of  the  outstanding  voting  interest  of  both  the  Lessee  and  the  other  corporation,  joint 
venture,  partnership  or  other  entity  is  owned  or  controlled  by  the  same  person  or  group  of  persons. 

17  Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  Awell  that  has 
been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall 
pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said 
90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  date  the  first  payment  is  due;  provided,  however ,  that 
if  this  Lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or 
wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period 
next  following  cessation  of  such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is 
expressly  understood  and  agreed  that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  nght  to 
continue  this  Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive 
years. 

18.  No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of 
the  leased  premises  without  the  prior  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased 
premises.  Notwithstanding  the  foregoing,  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of 
Lessee  to  utilize  the  subsurface  of  the  leased  premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit, 
explore  for,  develop  and  produce  oil,  gas  and  other  covered  minerals  under  this  lease  from  wells  from  surface  locations 
off  the  leased  premises,  including,  but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes  under  the 
surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any  surface  rights  associated  with 
instruments  other  than  this  lease. 

19.  Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of 
the  primary  term,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last  this  Lease  shall  terminate 
as  to  all  rights  lying  below  one  hundred  feet  (10C)  below  the  stratigraphic  equivalent  of  the  deepest  formation  dnlled. 

20.  No  Warranties.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this  Lease, 
Lessee  acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  All  warranties  that  might  anse  by 
common  law  or  by  statute,  including  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successors),  are 
excluded.  If  Lessor  owns  an  interest  in  the  Land  less  than  the  entire  fee  simple  estate,  then  the  royalties  (including 
shut-in  royalties)  payable  hereunder  will  be  reduced  proportionately.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  Lessor  will  use  all  its  reasonable  efforts  to 
assist  Lessee  to  subordinate  any  rights  of  a  mortgage  holder  to  perfect  the  Lessee's  rights  under  this  lease;  provided, 
however,  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense.  In  the  event  Lessee  is 
unable  to  obtain  a  subordination  agreement.  Lessee,  at  its  option,  may  discharge  any  tax,  mortgage,  or  other  lien  or 
interest  and  other  charges  on  the  Land  superior  to  this  Lease,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the 
option  of  applying  the  royalties  accruing  to  Lessor  toward  payment  of  same  and  Lessee  shall  be  subrogated  to  the 
rights  of  the  holder  thereof. 


21. 


Indemnity  Lessee  hereby  releases  and  discharges  Lessor  and  the  owner  of  the  surface  estate^  along  with 

2«see  ?ts  employes  and  agents  arising  out  of,  incidental  to  or  resulting  from,  the  operations  of  « 

for  Lessee  oTor  under  the  leased  premises  or  at  the  drill  site  or  operations  site  or  that  may  anse  out  of  o. be 
o^sio^d  by  LeTsee4  breach  of  any  of  the  terms  or  provisions  of  this  Lease  or  by  any  other  neghgent  or 

envTronmertal taws;  those  arising  from  or  in  any  way  related  to  Lessee's  operations  or an) ^ other  of  Lessee  s 
activities  in,  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  site;  those  ansing  from  j-essee >  s 
use  ofThe  surface  or  subsurface  of  the  leased  premises;  and  those  that  may  ™  ^  *  g 
Lessee's  breach  of  any  of  the  terms  or  provisions  of  this  Lease  or  any  other  act  or  omission  of  Lessee,  its 
direrfors  officers  employees,  partners,  agents,  contractors,  subcontractors,  guests,  invitees ;  and  their 
«s^;^ssors  andassigns.  Each  assignee  of  this  Lease,  or  of  an  interest  herem,  agrees  to  be  liab e 
operate,  indemnify,  defend  and  hold  harmless  the  Lessor  Parties  In  the  sa™  ™^ 
connection  with  the  activities  of  Lessee,  its  officers,  employees  and  agents  as >  ^J™1  Duties 
nTHFRWKiF  EXPRESSLY  LIMITED  HEREIN,  ALL  OF  THE  INDEMNITY  OBLIGATIONS  AND/OR  LIABILITIES 
2H^^»n£S™  SHALL  BE  WITHOUT  LIMITS  AND  WITHOUT  REGARD  TO  THE 

£aUSE  OR ^CAUSES THEREOF  (EXCLUDhNG  PRE-EXISTING  CONDITIONS),  STRICT  LIABILITY  OR  THE 
SeGUGENC^ ^Sf^Y  P^  ORF^RTIES  (INCLUDING  THE  NEGLIGENCE :  OF  THE.NDEMN.FIED  PARTY), 
WHETHER  SUCH  NEGUGENCE  BE  SOLE,  JOINT,  CONCURRENT,  ACTIVE  OR  PASSIVE. 

22.  Noise  levels  associated  with  Lessee's  operations  related  to  the  drilling,  completion  and  reworking  of  wells  shall  comply 
with  the  City  of  Fort  Worth  Drilling  Ordinance,  as  amended. 

23  Limited  Power  of  Attorney  to  Obtain  Subordination  Agreement.  By  the  execution  of  this  Lease  Lesso-"  does 
he7ebv  appoint  and  designate  Lessee,  its  successors  and  assigns,  as  its  attorneys-in-fact  solely  for  the  limited  purpose 
o\ Lessee  to  loLct  Lessor's  lender  or  mortgagor  (if  any)  on  behalf  of  Lessor  to  obtain  a  lien  wbotdrafton 
aorament  cTcther  similar  document  for  purposes  of  subordinating  any  mortgage  on  the  leased  premises  to  Lessee  s 
fnSs  ?n  rhislease.  Lessee  will  mail  a'copy  of  the  executed  and  recorded  lien  subordination  agreement* , -m** 
aareement  when  finalized  When  Lessee  has  finalized  its  lien  subordination  agreement  or  similar  agreement  with 
L^sTendeTor  mo^agor,  this  limited  power-of-attorney  to  the  Lessee  shall  in  all  respecte  terrmna .  and 
automatically  be  revoked  Lessee  shall  bear  any  and  all  costs  associated  with  obtaining  any  such  hen  subordination 
agreement  or  similar  agreement. 

24  Waiver  of  Claims  as  to  Gas  Lease  Committee  and  Acknowledgement  of  Independent  Legal  Advice.  Lessor 
acknowledges  that  the  terms  of  this  Lease,  the  amount  of  royalty  and  bonus  paid  hereunder,  and  other  terms 
negotiated  with  Lessee  with  respect  to  this  Lease  (the  "Negotiated  Terms")  were  obtained  as  a  result of  "Rations 
between  Lessee  and  a  group  known  as  the  Greater  Lake  Country  Gas  Leasing  Task  Force  ( GLCGLTF),  which 
consisted  of  a  committee  of  unpaid  volunteers,  including  Brad  Shaw,  Carl  Wilson,  Dick  Deatnck  Dennis  Shingleton, 
Nora  Donavan,  Margaret  Hamlin,  Jim  Usher,  Cecilia  Valdez,  Phil  Fox,  Craig  Zieres,  Dave  Newell,  Ginger  l^ynmne, 
Robert  Fife  Fred  Villarreal  (the  "GLCGLTF  Gas  Lease  Committee").  In  consideration  of  the  efforts  of  the  GLCGLTP  in 
negotiating  and  obtaining  the  Negotiated  Terms,  Lessor,  individually  and  on  behalf  of  Lessor's  agents,  representees, 
family  members  predecessors,  successors,  heirs  and  assigns,  hereby  releases  and  forever  discharges  GLCGL  lb  me 
GLCGLTF  and  any  of  GLCGLTF's  or  the  GLCGLTF  Gas  Lease  Committee's  members,  agents,  and  representatives, 
specifically  including  any  attorneys  engaged  by  the  GLCGLTF  Gas  Lease  Committee  to  facilitate  the  solicitation  of  bids 
and  negotiation  of  lease  terms  (the  "GLCGLTF  Releases"),  of  and  from  any  and  all  claims,  demands,  obligations,  losses, 
causes  of  action,  costs,  expenses,  attorney's  fees,  and  liabilities  of  any  nature  whatsoever,  whether  based  on  contract, 
tort  statute  or  other  legal  or  equitable  theory  of  recovery,  whether  known  or  unknown,  which  Lessor  has,  has  had  or 
claims  to  have  against  the  GLCGLTF  Releases,  which  arise  out  of  or  relate  to  (a)  the  Negotiated  Terms,  (b)  the 
negotiation  of  the  Negotiated  Terms,  or  (c)  the  inclusion  and/or  omission  of  any  terms  within  the  Negotiated  Terms. 
Lessor  further  acknowledges  and  represents  that  (a)  the  GLCGLTF  Releases  have  not  acted  as  Lessors  agent  in 
connection  with  this  Lease;  (b)  Lessor,  in  making  the  decision  to  enter  into  this  Lease,  has  not  relied  upon  any 
statements  or  representations,  if  any,  of  the  GLCGLTF  Releases  regarding  the  terms  of  this  Lease;  and  (c)  Lessors 
decision  to  enter  into  this  Lease  is  the  independent  and  voluntary  decision  of  Lessor  after  being  given  the  opportunity  to 
have  said  Lease  reviewed  by  counsel  of  Lessor's  choosing. 

Executed  on  the  date  first  written  above. 


LESSOR  Ne/C.  Kretrer  LESSOR  Gwendolyn  B.  Kretzer 


